IN THE UNI TED STATES DI STRI CT COURT FOR THE
EASTERN DI STRICT OF VIRG NI A

Al exandria Division

UNI TED STATES OF AMERI CA ) CRI M NAL NO.
)
V. ) Count 1: [Wre Fraud]
) 18 U.S.C. 81343
GREGORY S. HORTON )
)
Def endant )

STATEMENT OF FACTS

If this nmatter were to proceed to trial, the United States
woul d prove the foll ow ng beyond a reasonabl e doubt.

. [ NTRODUCTI ON

1. Anmerica Online, Inc., (hereinafter “AOL"), a wholly
owned subsidiary of Time Warner, Inc., was engaged in Internet
interactive services and el ectronic conmerce. AOL was
headquartered in Dulles, Virginia.

2. AutoNation, Inc., (hereinafter “AutoNation”) owned and
managed over 200 new and used autonobil e deal ershi ps throughout
the United States. AutoNation was headquartered in Fort
Lauder dal e, Fl ori da.

3. Qaest Conmunications, Inc. (hereinafter “Qunest”) was a
provi der of tel econmunications services and equi pnent throughout
the United States. Qwmest was headquartered in Denver, Col orado.

4. The defendant GREGORY S. HORTON resided in Pal mBeach
County, Florida, and Herndon, Virginia. |n May 1999 def endant
HORTON was hired by AutoNation, first as a Director of Human
Resources and | ater as Vice President of Human Resources,

responsi bl e for Human Resources Field Operations, Labor



Rel ations, and Strategic Planning and Diversity. Def endant
HORTON served at AutoNation until approxi mately QOctober 2001, at
which tinme he joined Qwest in Denver, Colorado, as Senior Vice
Presi dent of Human Resources-Wrld Wde Operations. At Quest
def endant HORTON was responsi bl e for Human Resources Field
Qperations, Corporate Staff Support for the Chief Operating
O ficer. In Novenber 2002, defendant HORTON | eft Qmest and
became the Executive Vice President of Human Resources at ACL in
Dulles, Virginia. At ACL defendant HORTON served as the
conpany’s hi ghest Human Resources O ficer, reporting directly to
ACL’s Chief Operating Oficer. Wth AutoNation, Qaest, and AQ,
def endant HORTON either had authority to approve or the ability
to influence the hiring of outside consultants to perform
services in the field of human resources for each of the
compani es.

5. Wth two partners, defendant HORTON owned and controll ed
HRC Realty, L.L.C., which owned properties in Florida, and
Advanced Peoples Solutions, L.L.C., a staffing conpany |ocated in
Fort Lauderdal e, Florida.

1. THE SCHEME AND ARTI FI CE TO DEFRAUD

6. As set forth below, beginning in approxi mately June 2000
and continuing until approximtely August 2003 in Fort
Lauderdal e, Florida; Denver, Colorado; and Dulles, Virginia, the

def endant HORTON, with the assistance of others, engaged in a



schene and artifice to defraud AutoNation, Qwaest, and ACL by
enriching hinself with conpany funds paid to outside consultants,
ostensibly hired to perform human resources rel ated services for
Aut oNat i on, Qmest, and ACQL.

AUTONATI ON AND COVPANY #1

7. In approxi mately June 2000, defendant HORTON agreed with
the principal of Conpany #1, a staffing conmpany in Atlanta,
Ceorgia, that Conpany #1 would perform staffing work for
Aut oNation and, as a result of that agreenment, would make
paynents to defendant HORTON. As part of that agreenent,
begi nning in June 2000 and continuing until October 2001, the
princi pal of Company #1 invoiced AutoNation (and subsequently
received) a total of $614,995.05 for various staffing or
recruiting work perfornmed on behal f of AutoNation. In
accordance with the understanding he had with defendant HORTON,
begi nni ng i n August 2000 and ending in Septenber 2002, in a
series of 11 checks, the principal of Conpany #1 paid HRC Realty
a total of $213,798. 37.

AUTONATI ON AND COVMPANY #2

8. In approxi mately Septenber 2000, defendant HORTON
obt ai ned the assi stance of Conpany #2, a small health care
consul ting conmpany in Birm ngham Al abama. Defendant HORTON
arranged for Conpany #2 to bill AutoNation for m scell aneous

staffing services and exit interview ng. Defendant HORTON



explained to the principal of Conpany #2 that any such work woul d
not be done by him (Conpany #2) but woul d be done by a conpany
affiliated with defendant HORTON. Wth the assistance of

Aut oNati on enpl oyee, M. X, defendant HORTON caused the invoices
from Conpany #2 to be prepared, submtted, and approved by
AutoNation. In return for an ownership interest in HRC Real ty,
M. X agreed to assist defendant HORTON in preparing the work
product, ostensibly performed by Conpany #2. Beginning in

Oct ober and continuing until Decenber 2000 invoi ces from Conpany
#2 in the total anount of $366,600 were subnmitted to, and paid
by, AutoNati on.

9. Wth the assistance of another person, M. Y, defendant
HORTON arranged for the AutoNation checks, payable to Conpany #2,
to be deposited into an account of the Amal gamated Bank in the
Washi ngton, D.C. netropolitan area, controlled by M. Y. From
that account, in Decenber 2000 and January 2001, two checks, each
in the amount of $12,500, were nmade payable and sent to the
princi pal of Conpany #2. M. Y was allowed to receive $5000 from
the account. |In Decenber 2000 and January 2001, defendant HORTON
directed M. Y to wite two checks to HRC Realty for a total
anmount of $219,950. |In January 2001, defendant HORTON al so
directed M. Y to wite a $50,000 check to Advanced Peopl e

Sol utions. Defendant HORTON directed M. Y to nake paynents as



well to a famly nenber and an associ ate of defendant HORTON in
the total anmpunt of $66, 650.

AUTONATI ON AND COVPANY #3

10. I n approxi mately August 2000 defendant HORTON arranged
with a college friend, who was the principal of Conpany #3, to
serve as an apparent general contractor on an AutoNation enpl oyee
trai ning project involving the automation of the payroll process,
web design, payroll adm nistration. Defendant HORTON told the
princi pal of Conmpany #3 that Conpany #3 did not have to perform
any services on the projects other than to pay vendors. Actual
wor k perfornmed on the payroll training was perfornmed in-house by
M. X, with the assistance of Conpany #4, a recogni zed Human
Resour ces consul tant. Def endant HORTON and M. X prepared
Conmpany #3's invoices and submtted themto AutoNation for
paynment. From approxi mately August 2000 through June 2001,

Aut oNation paid $1, 169,500 to Conpany #3, for work perforned on
the payroll training projects. Based upon directions from

def endant HORTQON, begi nning in Septenber 2000 and conti nui ng
until Septenber 2001, the principal of Conpany #3 paid HRC Realty
$598, 000, Advanced Peopl e Sol utions $239, 300, and HBNS, a snal
conmpany owned in part by defendant HORTON, $10,000. Defendant
HORTON al so directed the principal of Conpany #3 to pay $218, 500
to two famly nmenbers of Defendant HORTON. Defendant HORTON and

M. X arranged for Conpany #3, rather than AutoNation, to pay



Conpany #4 $75,000 for its work actually perforned on the payrol

training project. Defendant HORTON al | owed the principal of

Conpany #3 to keep approximately $17, 000 of AutoNation funds.
AUTONATI ON AND COMPANY #4

11. I n August 2001 defendant HORTON negoti ated a contract
wi th Conpany #4 to inplenent over five quarters (16 nonths) 20
Aut oNat i on payroll training prograns nationw de. Defendant
HORTON tol d the principal of Conpany #4, in determning the price
it would charge AutoNation, to set aside $80,000 for Conpany #3.
The principal of Conpany #4 agreed to do this and signed a
contract with AutoNation to inplenent the payroll training
program for $235,000. |n Septenber 2001, defendant HORTON tol d
the principal of Conpany #4 to send $60,000 to Conpany #3, which
he did on Septenber 4, 2001.

12. In March 2002, although he had noved on to Qunest in
Denver, Col orado, defendant HORTON, with the assistance of M. X
who was still at AutoNation, arranged for Conpany #4 to receive
$100, 000 for preparing an AutoNation enpl oyee survey. |n working
out the arrangenments with Conpany #4, defendant HORTON entered
into an agreenment with the principal of Conpany #4 that Conpany
#4 woul d sent $40,000 to HRC Realty, which it did on April 18,

2002.



QAEST AND COVPANI ES #4 AND #5

13. In approximately July 2002, defendant HORTON arranged
for Conpany #4 to inplenent for Qwest an enpl oyee entry-| evel
sel ection procedure. Defendant HORTON told the principal of
Conpany #4 that he wanted for hinself $200,000 fromthe contract.
To further insulate hinmself fromthe receipt of any paynments from
Conmpany #4, defendant HORTON had recently directed M. Y to form
a staffing conpany, Conpany #5, owned by M. Y. Defendant HORTON
expl ained to the principal of Conpany #4 that a transfer of funds
to Conmpany #5 was a transfer to a conpany that he (HORTON) did
not own and would not be traceable to him The princi pal of
Conmpany #4 agreed to the arrangenent. On Septenber 23, 2002, at
the direction of defendant HORTON, M. Y sent an invoice to
Conpany #4 in the amount of $200,00 for “consulting services with
Q" After receiving partial paynent on the Qaest contract, the
princi pal of Conpany #4, on Cctober 2, 2002, sent a $200, 000
check to Conpany #5.

14. Also on Septenber 23, 2002, at the direction of
def endant HORTON, M. Y sent an invoice to Conpany #4 in the
amount of $65, 000 for “consulting services provided through AN.”
Si nce Conpany #4 was continuing to do business with AUTONATI ON,
def endant HORTON had arranged with the principal of Conpany #4 to
make a $65, 000 paynent to Conpany #5, which he did on Septenber

28, 2002.



15. On July 16, 2002, defendant HORTON caused Conpany #5 to
send a fraudulent invoice to Qrest for $133,000 for “Retained
Services Provided-—3 Positions.” No such services were rendered
to Qnest. Wth defendant HORTON S approval, Qaest sent the
$133, 000 paynment to Conpany #5 on August 28, 2002.

_16. In Cctober 2002, defendant HORTON caused the princi pal
of Conpany #5 to pay $110,000 to HRC Realty, $61,183.17 to

def endant HORTON, $50, 000 to another conpany controlled by

def endant HORTQON, and $150, 000 to Advanced Peopl e Sol uti ons.

ACL AND COMPANY #4

17. In January 2003, enployed as AOL’s Executive Vice
President for Human Resources, defendant HORTON caused ACL to
hi re Conpany #4 as a consultant on specific Human Resources
initiatives. Each initiative was descri bed under the consulting
agreenent as a separate “Statenent of Wrk.” Defendant HORTON
pur posely broke down the statenments of work in such a way that
each assignment woul d not create a high | evel of scrutiny by
other AQL officials. Defendant Horton told the principal of
Conmpany #4 that he had created “Statenment of Wirk #5" as a neans
by whi ch funds could be transferred back to hi m (def endant
HORTON). Statenment of Wbrk #5, with a $100, 000 fee to Conpany
#4, was ostensibly a detailed review of a survey of AOL's cal
center enployees—a survey that had al ready been prepared and

reviewed in-house. Wth a prom se of nore work to cone,



def endant HORTON tol d the principal of Conpany #4 to transfer the
$100, 000, received under Statement of Wirk #5, to Conpany #5.

Def endant Horton then arranged for the principal of Conmpany #5 to
send an invoice to Conpany #4 on April 28, 2003, billing Conpany
#4 for $100,000, for “staffing of 5 executive positions (V.P. and
above)” as the first paynent due in a projected series of three
paynments, totaling $375,000. The principal of Conpany #4 sent

t he $100, 000 paynent to Conpany #5 on April 28, 2003.

17. Three weeks later, on May 19, 2003, defendant HORTON
directed the principal of Conpany #5 to pay $85,000 to HRC
Realty. Defendant HORTON al l owed M. Y, the principal of Conpany
#5, to receive over, a one year period, approximtely $27,000
from Conpany #5.

18. I n August 2003 defendant HORTON resi gned from ACL.

THE USE OF AN | NTERSTATE W RE COMVUNI CATI ON

19. On or about April 10, 2003, the defendant HORTON caused
an AQL enployee, in Dulles, Virginia, to send via email to the
princi pal of Conpany #4, |ocated outside of the Cormmonweal th of
Virginia, a draft of the contract listed as “Statenent of Wrk
#5" wWith instructions to print, sign, and forward the original

contract to an AOL official.



TOTAL LOSS TO AUTONATI ON, QWEST, AND ACL

20. As aresult of the aforesaid schene and artifice to
defraud his former enployers, defendant HORTON caused the total

| oss of $2,233,208.70 as foll ows:

AUTONATI ON: $1, 800, 208. 70
QNEST: $ 333, 000. 00
ACL: $ 100, 000. 00

Respectful ly submtted,

Paul J. McNulty
United States Attorney

By:

St ephen P. Learned
Assi stant United States Attorney

Seen and Agr eed:

Gregory S. Horton

Judith L. Weat, Esq.
Counsel for Gregory S. Horton
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